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Bill #:                      HB0629             Title:   State Fund to transfer $14 million in FY 2004 & 

2005 to general fund 
   
Primary Sponsor:  Keane, J Status: As Introduced   

  
__________________________________________ _________________________________________ 
Sponsor signature  Date Chuck Swysgood, Budget Director  Date  
    

Fiscal Summary   
 FY 2004 FY 2005 
 Difference Difference 
Expenditures:   
   Other $14,000,000 $14,000,000 
   
Revenue:   
   General Fund $14,000,000 $14,000,000 
   Other ($14,000,000) ($14,000,000) 
   
Net Impact on General Fund Balance: $14,000,000 $14,000,000 

 

      Significant Local Gov. Impact       Technical Concerns 

      Included in the Executive Budget       Significant Long-Term Impacts 

      Dedicated Revenue Form Attached       Needs to be included in HB 2 

 
Fiscal Analysis 
 
ASSUMPTIONS: 
1. This bill will require disbursement of $28 million to the general fund from State Fund. 
2. The State Fund will transfer payment of $14 million prior to June 30, 2004, and an additional $14 million 

payment prior to June 30, 2005.  
3. Recovery of the $28 million would require premium rates to increase an estimated 5 percent in FY 2004, 

and stay at this level through FY 2008 to restore adequate surplus.  Actuarial estimates show the increase 
in rates would cause a 7.5 percent loss of current business volume, which would result in increased rates 
to remaining businesses (primarily small businesses because the State Fund insures approximately 23,000 
employers with annual premium under $5,000).  

4. State Fund would likely suspend its dividend program during the 2005 biennium due to this loss of funds. 
5. All funding for State Fund is generated through:  1) premiums collected for insuring policyholders’ 

workers’ compensation and occupational disease liability; and 2) income generated on investments. By 
law, rates must be set at amounts sufficient, when invested, to carry the estimated cost of all claims to 
maturity, to meet expenses and maintain appropriate surplus funds. 
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6. State Fund’s long-range target is to have a reserve to surplus ratio of 1.5 – 2.0.  A strong surplus, along 
with adequate loss reserves, protects injured employees, and policyholders, and allows State Fund to 
continue to operate as a strong and viable insurance carrier, committed to the businesses of Montana.  

7. Surplus at the end of FY 2002 was $158.5 million (statutory basis), a ratio of 2.18.  A reduction of assets 
in the amount of $28 million results in a reserve to surplus ratio of 2.7 to 1, which would necessitate 
recovery of surplus through rate increases. 

8. The statutes provide that all money paid to the State Fund is the property of the state fund and must be 
held in trust for the purpose for which the money was collected.    

 
FISCAL IMPACT: 
                             
 FY 2004 FY 2005  
 State Fund                    Difference Difference 
  
Expenditures:  
Transfers $14,000,000 $14,000,000 
 
Funding of Expenditures: 
Proprietary (06) $14,000,000 $14,000,000 
 
Revenues: 
General Fund (01) $14,000,000 $14,000,000 
 
Net Impact to Fund Balance (Revenue minus Funding of Expenditures): 
General Fund (01)  $14,000,000 $14,000,000 
Proprietary (06) ($14,000,000) ($14,000,000) 
 


